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SUBJECT: BRAZILIAN PRICE CONTROL CHIEF SEBASTIAO VITAL 
DISCUSSES NEW PRICING SYSTEM 

1. SUMMARY: IN MEETING WITH AMERICAN CHAMBER OFEICIALS ON 
SEPTEMBER 27, CONSELHO INTERMINISTERIAL DE PRECOS (CIP) EXECUTIVE 
SECRETARY SEBASTIAO MARCUS VITAL MADE IT CLEAR THAT HIS AGENCY IS 
NOT FREEING BRAZILIAN PRICES AS NEWSPAPER ARTICLES APPEARING THIS 
WEEK IMPLY, BUT RATHER INSTITUTING A SYSTEM BY WHICH QUALIFYING 
FIRMS CAN UTILIZE STREAMLINE PRICE CONTROL PROCEDURES. APPROVED EIRMS 
WILL BE ALLOWED TO INCREASE PRICES BEEORE OBTAINING APPROVAL FROM 
CIP, WHICH CAN TAKE ACTION AGAINST THE EIRMS IF IT DOES NOT FEEL 

PRICE INCREASE WAS WARRANTED. VITAL ALSO PREDICTED BRAZILIAN FUTURE 
GROWTH RATE WILL BE BELOW 10 PERCENT PROJECTED IN SECOND NATIONAL 
DEVELOPMENT PLAN, AND HINTED THAT GOB MAY PERMIT FOREIGN EIRMS 
TO TAKE PART IN INTERIOR PETROLEUM EXPLORATION. END SUMMARY. 

2. SAO PAULO PRESS THIS WEEK CONTINUES TO REPORT THAT ANNOUNCEMENT 
MADE BY CIP ON SEPTEMBER 26 OF ESTABLISHMENT OF A SYSTEM OF SUPERVISED 
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PRICE LIBERATION ( "REGIME DE LIBERDADE VIGIADA") BEGINNING IN 
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NOVEMBER IS TANTAMOUNT TO THE REMOVAL OE PRICE CONTROLS. VITAL, ON 

THE DAY FOLLOWING THE ANNOUNCEMENT, MET WITH A SELECT GROUP OF AMERICAN 

CHAMBER OE COMMERCE OEEICERS AND TOLD US THAT THIS IS NOT AT ALL THE 
CASE. PRICE CONTROLS WILL CONTINUE TO BE A WAY OE LIFE IN BRAZIL 
AND THEY WILL BE ENFORCED BY CIP. VITAL EXPLAINED THAT THE NEW 
SYSTEM WILL SIMPLY ALLOW CERTAIN EIRMS TO QUALITY TO INCREASE 
PRICES AT THE TIME THEY NORMALLY EILE A REQUEST WITH CIP EOR 
THE INCREASE. CIP EOR ITS PART EXPECTS QUALIEYING FIRMS TO 
ACT RESPONSIBLY AND TO SUBSTANTIATE WITH SOLID EACTS AND FIGURES 
THE NEED EOR THE INCREASE. IE CIP SHOULD SUBSEQUENTLY DECIDE 
THAT THE INCREASE WAS EXCESSIVE AND NOT JUSTIEIED, THE EIRM WILL BE 
RETURNED TO THE PRESENT PRICE CONTROL SYSTEM AND/OR CIP COULD 
RESTRICT BANK CREDIT OE "OEEENDING" FIRMS OR IMPOSE EINES. 

3. THE NEW SYSTEM WILL INITIALLY EMBRACE ONLY HOME APPLIANCES, 

STARTING IN NOVEMBER. CIP WILL ACCEPT SUBSEQUENT APPLICATIONS, 

LARGELY EROM CONSUMER GOODS PRODUCERS. THE CIP WOULD LIKE 
THESE APPLICATIONS TO COME, EOR ADMINISTRATIVE CONVENIENCE, 

EROM EITHER INDUSTRIAL ASSOCIATIONS OR CLEARLY DEEINED INDUSTRIAL 
GROUPS. VITAL SAID THAT AUTOS AND TRUCKS WOULD "PROBABLY" BE 
BROUGHT WITHIN THE SYSTEM LATER, AND THAT TRACTORS "MAY BE". 

ASKED IF BASIC MATERIALS SUCH AS CEMENT, STEEL, PETROLEUM, 

CHEMICALS, AND PLASTICS WILL BE PERMITTED "SUPERVISED LIBERATION", 

HE REPLIED, "NO CHANCE*" THE SAME APPLIES TO PHARMACEUTICALS, 

ALTHOUGH COSMETICS AND PERSONAL HYGIENE PRODUCTS MIGHT "EREED". 

4. WHAT EMERGED EROM VITAL'S DESCRIPTION OP THE "REGIME DE 
LIBERDADE VIGIADA" WAS A PICTURE OP A CONTROL MECHANISM PERHAPS 
MORE STREAMLINED AND MORE EFPICIENT THAN THE PRESENT SYSTEM 
WHEREBY COMPANIES PILE REQUESTS FOR PRICE INCREASES AND THEN 
WAIT UP TO PORTY-PIVE DAYS EOR A REPLY, BUT NONETHELESS A 
SYSTEM OP CONTROLS EVERY BIT AS STRINGENT IN ITS REQUIREMENTS 

AS THE PRESENT ONE, WITH THE ADDED POSSIBILITY OP "PUNISHMENT " 

BY CIP IF THE PRICE INCREASE IS CONSIDERED INADEQUATE. VITAL MADE 
IT CLEAR THAT CIP INTENDS TO HAVE THE LAST WORD ON PRICING 
AND IN DETERMINING PERMISSABLE PROPIT MARGINS EOR INDUSTRIES 
AT EACH STAGE FROM THE PRODUCTION OF PRIMARY GOODS TO THE 
CONSUMER. 
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5. WHILE CIP WILL STILL KEEP A EIRM GRIP ON PRICES, MOST AMERICAN 
BUSINESSMEN HEARING VITAL'S EXPLANATION AGREED THAT THE NEW 
PROCEDURE WILL BE AN IMPROVEMENT, APPARENTLY BECAUSE THEY BELIEVE 
THEY WILL BE ABLE TO SATISFY CIP THAT THEIR PUTURE PRICE 
INCREASES ARE JUSTIEIED. THOSE WHO QUALIPY WILL NO LONGER 

HAVE TO WAIT UP TO A MONTH AND A HALE BUT RATHER OPERATE UNDER 
NEW PRICES IMMEDIATELY. 
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6. REGARDING BRAZILIAN GROWTH RATE, VITAL OPINED THAT THIS YEAR 
AND NEXT THEY WILL EALL SHORT OF THE 10 PERCENT PROJECTED IN 
THE SECOND NATIONAL DEVELOPMENT PLAN. HE SAID HE PERSONALLY 
FEELS IT WILL BE "BETWEEN 6 AND 9 PERCENT", AND OBSERVED THAT 
"EIGHT PERCENT WOULD BE EXCELLENT PERFORMANCE". 

7. REFERRING TO BRAZILIAN PETROLEUM PRODUCTION, HE PREDICTED 
SUBSTANTIAL INCREASES. WITHOUT CONFIRMING THEM, HE POINTEDLY 
MENTIONED ARTICLES APPEARING RECENTLY IN BRAZILIAN PRESS REPORTING 
THAT FOREIGN OIL COMPANIES WILL SOON BE PERMITTED TO SHARE IN 

OIL EXPLORATION IN BRAZILIAN INTERIOR. 

8. IN SPITE OF PETROLEUM RELATED PROBLEMS, VITAL SAID HE WAS 
OPTIMISTIC ABOUT THE FUTURE, DECLARING THAT BRAZIL IS IN A 
BETTER POSITION THAN MOST, INCLUDING JAPAN, FRANCE, ITALY, 

AND GREAT BRITAIN. 

9. AIRGRAM SUMMARIZING VITAL'S EXTENDED REMARKS WILL FOLLOW. 
CHAPIN 
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